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How Tax Laws Are Made 


By RoBeER1 


San Franci 


Nearly all of the comment on tax legis- 
after the 


iniquitous law is enacted. 


lation comes more or less 
Many of the 
opinions how being handed down by the 
with the legislative 
the 


were 


Federal courts deal 
Congress, 

of the 
enacted during a period of great emer- 
at the white heat of war 
the conditions influencing the 


intent of particularly 


intent back laws. which 


gency when 
legislators 
were certainly much different from recon- 
It is 


dec isions 


struction or peacetime conditions. 


also to be noted from recent 


that attempts are being made, both by 
the Government and by the taxpayer, to 
interpret earlier tax laws in the light of 
subsequent legislation. As was said by 
Judge Mayer of the Circuit Court ina 
recent case (Douglas v. Edwards 

It is an accepted principle that for purposes of 
tatutory constructio1 ithin certain limits, 
resort mav be had to subse juent statutes. 

\vailing of this principle, ‘de parties cach 


he Kevei 


} 


The question is whether the 


subsequent law is an approval of the 


great 


prior principle or a statement of a new 
rule. 


Wethods of Studying Tax Law-making: 

To reverse the process, then, and to 
get back of the scenes, as it were, when a 
tax law is in the making, resort may be 
had to two processes: 


| \ study mav be made of the debates of the 
legislative statements of experts 
and others legislative 
mittees both for 
ticular provision 
legislative history 
to changes made at various stages 
progress of the bill. 


body, 
before the 


and 


com 
against the 
and the 


vith respect 


par- 
discussed, 
of the bill 


of the 


BUCHANAN 


coO 

Participation in an advisory 
the drafting of the 
and 


\ct. 


It is surprising 


~ 


capacity in 
laws or regulations 
forms for the administration of the 


light is 
thrown on the subject by such an inten- 


how much 


sive study as is indicated in (1) above. 


For example, Section 206 of the 1918 Act 
provided a method of computing the 


tax ‘“‘whenever parts of a taxpayer’s 
subject to rates for different 


calendar years”’ 


income are 
by placing the income 
applicable to the preceding year in the 
higher tax brackets. This provision was 
left 1921 Act. It is found 
again in Section 207 (b) of the proposed 
1924 Act. The explanation is made by 
\. W. Gregg, special assistant to Secre- 
tary Mellon, that: 


out of the 


The second sentence of ubdivision b) of 
this similar Section 206 of the 
Revenue Act of 1918, which was inadvertently 
omitted from t Revenue Act of 1921. The 
ssary for the computation in 
and is, therefore, restored in the 


section 


provision necc 


fiscal year cases 
draft 

It would appear that someone snipped 
the scissors on Section 206 of the 1918 
Act and forgot to paste it in the draft of 
the 1921 Act. 


Inherent Evidence of What 
Mean: 


Again, in the Douglas v. Edwards case 
mentioned above, referring to the rule 


Tax 


Laws 


for taxing dividends, the court quotes 
part of Section 201 (d) of the 1918 Act. 
That subdivision applied a special rule 
for taxing Since the 
Supreme Court subsequently held stock 
dividends were not taxable, Section 201 
d), of course, is of no effect. 


stock dividends. 

















The court with reference to 
taxation of dividends also quoted Section 
201 (e) of the 1918 Act, which states the 
rule that dividends paid in the first sixty 


days of the taxable year are deemed to 


same 


be made from profits accumulated during 
his 


applicable only to 


preceding taxable years. sub- 
division, however, is 
the computation of invested capital 
Sol. Op. 140, and Art. 858, Reg. 62). 
In short, it is believed that if the court 
had examined the history of the two 
provisions mentioned above, it would 
have concluded that they were specially 
drafted to cover the spec ial cases of stock 
dividends, and invested capital, respec 
the taxing 


tively, and not method of 


ordinary dividends. 


Explanation by Treasury Experts: 
advisability of 


the 


\n example of the 


knowing something of manner in 


which tax laws are made is found by 


204 (a 6) of the 
proposed 1924 Act, which as it appeared 


considering Se¢ tion 


in the Mellon draft reads as follows: 


If the property (other than stock or securities 
n a corporation a party to the reorganization 
vas acquired after February 28, 1913, by 


corporation in connection with a reorganizatior 


ind an interest or control in such property of 
eighty per centum or more remained in the same 
persons or any of them, then the basis shall 


provisions of paragraph (5 
same as it would be in 
transferor, increased in the 
or decreased in the amount of loss 

transteror upon such transier 
under the law applicable to the year in which the 
transfer was made 


notwithstanding the 
ot this 
the hands of the 
tmount of gain 


recognized to the 


ubdivision, be the 


The above quoted provision is one 
sentence containing over one hundred 
and ten words—more than two ordinary 
letters. 1 

lf Mr. Gregg wrote it, I would 


say he was afflicted with the virus that 


night Try to say it in 


breath! 


attacked Henry James. 


quoted above. In fact, some of 


JOURN 4L 


one 


And remember 
that there are dozens of sentences in the 
proposed law just as involved as the one 
these 


involutions remind one of Wakefield of 
the Boston office at 
instance, he is discussing whether the 


his best—when, for 
sales proceeds should be compared both 
with depreciated cost and with depre- 
ciated March 1, 1913, value to determine 
if there is gain or loss. Never having 
entered the hallowed walls of Harvard, 
I am unable to say whether they teach 
the students there these involved periods 
or whether it is absorbed from the cul- 


tural atmosphere. One might imagine 
Mr. from 


Harvard until you read his explanation 


Gregg also had emerged 


of the above quoted provision in the 
following clear and simple language: 


rhere is no provision of the existing law whicl 
corresponds to paragraph (6) of the draft. This 
paragraph provides that here connection 
vith a reorganization re transferred from 
inother, tl so trans 


assets 
me corporation to assets 


erred shall retain the sar yasis In the hands of 
the new corporation as they had in the hands of 
the old corporatior rl pplication of thi 
paragraph is limited to tl ases in which a1 


interest or control in the ts so transferred of 
SO per centum or more remains in the sam 
persons. 


Under the isting law, if the A corporatio 


owns assets which cost $10,000 but which ar 

no orth $20,000, it can reorganize into the B 
corporation, exchanging shares of stock of the B 
corporation for the shares of stock of the \ 
corporation. Neither corporation \ nor its 
stockholders realize any taxable gain from tl 

reorganization. The B corporation, however, 
ansetup the assets received in the reorganizatio1 
on its books at their market value, that is, 
$20,000, and use that amount as the basis for 


determining the gain or loss from the subsequent 
sale of the and for determining depr« 
ciation and depletion. Under paragraph (6) of 
the draft, however, corporation 1 must set up 
the assets on its books at $10,000, their basis ir 
the hands of corporation .\, and must use that 
amount as the basis for determining the gain o1 
loss from the subsequent sale of the assets and 
for determining depreciation and depletion. 
Section 203 of the draft provides that the gain 
or loss from exch in connection with 
the reorganization, whether the exchange is made 
by the corporation a party to the reorganization 
or by the stockholders of such corporation, shall 
not be The theory underlying the 
is that the new Corpo! 


is, the reorganized corporation, is as 


assets 


inges made 


recornized 
provisions of this section 
ation, that 
a matter of fact the same as the old corporation 
in substance there has been no 


and that real 
































hange which would result in a realization of 
rofit by the corporations or by their stocl 
olders Phe ame theory should be applied in 
etermining the basis of the assets transferred 
onnection with the reorganization. If the 
ew corporation is in substance the same as the 
d, the basis for determining gain or loss and for 
epreciation a lepletion of the 


cw ¢ orporat ion 





assets of the 





hould be the same as the basis 

those assets in the of the old corpora 
ion prior to the exchange. The provisions of 
this paragraph limiting the basis of the assets 
transferred in connection with the reorganiza 


hands 


tion to the basis in the hands of the transferor 
represent the logical counterpart of the pro 
i from tax 


isions of Section 203 which exempt 


‘changes made in connection with a reorgani 
ation. 

The application of this paragraph is limited, 
wever, to those cases vhich the new cor 
oration substantially the 
that is, to the cases in whi 
ontrol of 80 per centu 


remains in the same 


The 
idded in the 


same as the old 
h an interest or 


he two < orporati ns 





amendment has been 


Senate draft: 


following 


This paragraph shall not 
cquired by a corporation | 
tock or securities 


rin part tor the 


D rly to property 


y the issuance of its 


as the consideration in whol 
transier of the property to it. 
Evidently the meaning previously was 
Senator Smoot’s 
dated April 10, 1924 (p. 18 
explaining this, it is stated: 


not clear, because in 


report 


Che changes in the verbiage of this and the 
two succeeding paragraphs are designed to 
clarify the provisions of the House bill and to 
how clearly that the types of transactions 
described in paragraphs (7) and (8), even though 
the particular transaction because of the date of 
ts occurrence or for some other reason may not 
e within the provisions of such paragraph, are 
ot within the provisions of paragraph (6) and 


re not subject to rules laid down therein. 


And a little further on, dealing with 


the same subject, it is stated: 


ucceedading pal 

Thus it can be seen that the motives 
ictuating the legislators, and the pur- 
accomplished by 
can sometimes be 
traced step by step through the pro- 
cesses by which the bill is moulded 


poses sought to be 


\ 


certain provisions 


FOC RN AL 


finally into the formidable statute which 
is so hard to understand from a formal 
reading of its terms. 


The Vakine of State 


The National Tax Association has 
draited two model laws for the aid and 


Tax Laws: 


comfort of state legislatures desiring to 
One of these 
models is designed as a purely personal 


enact an income tax law. 


income tax law applicable to individuals, 
The 


other is applicable to corporations doing 


partnerships, estates and trusts. 


business within the state. 

The State of Oregon when it enacted 
an income tax law in 1923 attempted to 
consolidate laws into 
The 
firm, assisted in drafting 
the regulations for the Oregon State Tax 


model 
with some curious results. 
writer, for the 


these two 


one act 


Commission. It was found on a study 
of the Act, that Section 4 (b) provided 
for the imposition of the tax on: 

income received during the income 


ho at the time of 


residents and Ho have 


rhe net 
year by deceased individuals \ 
death were died on or 
fter April 5th of the ta w without having 


made a return. 


One attorney expressed the opinion 
publicly that if a person died before 
April 15th without having made a return, 
his income to the date of his death was 
not taxable. An examination of the 
model law disclosed the fact that returns 
under the model were due April 15th, 
and, of course, it was assumed that an 


individual alive at that date would 
already have made his return. In the 
Oregon law, the due date for filing 


returns (Section 17) was changed to 90 
days after the close of the income year 
approximately) without a correspond- 
ing change being made in Section 4 (b) 
3y regulation (Art. 175) it was 
held in effect that a person cannot escape 
the tax by dying prior to April 15th. 


abc ve. 








Taxation of Non-residents Doing Business 
in the State : 
Che greatest difficulty in drafting the 


regulations arose over Section 7 (5 


which reads: 


rhe amount of the net returned by a 


ncome 
m-resident individual or corporation shall be 
that proportion of the taxpaver total net 
ncome I the taxpayer ross business 
done in the State of Oregon bears to the total 
business done b he taxpaver 


Che law contained no definition of * 


YTOsSs 


business.” A literal reading and appli- 


cation of the law might well drag into 
Oregon, income that was earned outside 


the state—for example, where an Oregon 
but the 


California business was very profitable. 


branch sustained a net loss, 
total YTOSS 
the 
stated in 


If a large proportion of the 


business was done within Oregon, 


arbitrary prorating method 


Section 7 (a) would in such a case, sub- 
ject the net income earned in California 
to the Oregon 


tax. By regulation a 


more equitable method of apportion- 
ment was adopted, following largely the 
basis used in the New York income tax 
law, so as to tax only the income arising 
in Oregon. Since these regulations were 
promulgated, most of the talk of attack- 
ing the constitutionality of the Act has 


ceased. 


Fiscal Periods: 
Recently the writer, for the firm, was 
asked 


with 


to advise the State of Arkansas 


income tax law 
that 


Arkansas tax is based on gross income 


reference to the 


recently enacted in state. The 


instead of net income and is levied in 
respect of the fiscal year ended March 
31st. 


on a calendar year basis for Federal tax 


Since nearly all individuals report 


purposes, it is much simpler for the 
state to adopt that basis generally. In 
the could 


fact, the 
South Carolina, 


which, | 


states well follow 


example of 
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the Federal 


income tax law for state purposes. 


understand, has adopted 


| sistan € lo Les 
It is tl 
gislators 

] 


gestions looking 


rclatore: 
fSCULUT S. 


e experience of the writer that 


welcome constructive 


le sug 
to simplification and 
clarification of the tax 
the 


their regulations. 


laws. So also do 


bodies in framing 
Thus 


accountants to 


administrative 
there is a real 
opportunity for render 
public service in this field 


can quickly show 


because they 
the taxing authorities, 
by concrete examples, how a proposed 
provision will work a hardship and how 
it may be made to apply equitably. 
Can the Tax Laws be 
James M. Beck, in 
on the Constitution of the United States, 
that mighty 


Wade Simpler? 

his recent lectures 
says of the framing of 
ljocument: 


Nothing is more admirable than the self 
restraint of men who, venturing upon an untried 


experiment, and after debating for four months 





es of government, were content 


onclusions in not than 


upon the f 
to embody 


t.000 





their 


vords. 


more 
Contrast the above with the 344 printed 
pages of the Mellon bill! 

An editorial in the Saturday Evening 
Post of April 19, 1924, quotes Chairman 
Green of the Ways and Means Commit- 


tee as follows: 





\ll through the (present) bill you will find a 
lt ns for depletions 


system of allowances, deductiot 
1g permitted to 











ind for losses that are now bet 





e carried over even into the third year, in order 
» equalize conditions I nce to the tax- 
ayer revent the rom bearing too 
hard upon him in any particular year. Al 
these provisions art st, perhaps all of 
the re necessary, ut er ye tends 





iplications that we 
ent law result from 
uctions, which are 

lalization pur- 
to write and often very 
i the whole tend 
the taxpayer and to 
tax from imposing undue hardship 


these 





difficult to apply, but whicl 
to mitigate the condition of 
prevent the 


upon him 
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Comments on Stock Broker’s Accounts 


By LESTER 
Vew Ve 


The article on “Stock Brokers’ Ac 
which appeared in the March, 
1924, issue of the L. R. B. & M. JourNat 
being reprinted by permission from the 
February, 1924, Pace Student), contains 
the following introductory paragraph: 


counts” 


It should be borne in mind at the outset that 
iis thesis is not intended to cover all phases of 
Stock Brokerage Accounting but is an attempt to 
uutline only the essential features of a workable 
ystem. 

In view of the excellence of Mr. Clay- 
ton’s presentation of the subject and 
the amount of theory expressed in such 
limited space, the following comments 


re not submitted in a spirit of criticism. 
The writer of these comments believes, 
that there are some points 
which are subject 
correction or clarification. 


however, 


therein either to 


Short Sales: 


short”? transaction Mr. 


Clayton writes that 


In defining a “ 


\ sale is first made, and then the security neces- 
ary to fill the contract is purchased. The cus- 
tomer who “goes short” expects to profit by a 
fall in the market price of the security. He sells 
i stock that he does not own and agrees to deliver 
n 30, 60 or 90 days. 


Che writer believes that this definition 
should be clarified. 
only 


It appears to cover 
y “buyers or sellers options” and 
does not fully apply to what is generally 


iccepted in ‘“‘Street’’ parlance as a 


“short trade.’ Under Article XXIII, 
Sec. 3, of the constitution of the New 
York Stock Exchange, the following 


classification is noted: 


“Buyers or sellers options” for not less than 
uur days nor more than sixty days. On such 
transactions written contracts are exchanged on 
the day following the transaction, and carry 
interest at the legal rate unless otherwise 
ireed; on these contracts one day’s notice is 





I}. Norris 


Off 


usually given, at or before 2:15 P. M. before the 
securities are delivered prior to the maturity of 
the contract 


These contracts are generally used 
when the security sold is possessed but 
is not available for immediate delivery, 
and most generally in the case of brokers 
doing business with clients in a foreign 
country. Asa matter of fact, bonds are 
more generally dealt in on a contract 
basis than are stocks. 

A “short sale,” on the other hand, is 
not governed by any time limit but is 
merely made in anticipation of ‘“cover- 
ing,” i. e., purchasing, at a lower price 
than the selling price, thus realizing a 
profit on the transaction. 


Accounting Records: 
Under this caption Mr. Clayton refers 
to the following records of original entry: 


Journal 
Cash Book 
Blotter 
The writer assumes that the cash 


book mentioned refers to the cash blotter 
and that the blotter referred to is the 
securities blotter, both of which records 
are generally used in ‘Street’? houses. 
The old style cash book has long since 
many ‘Street’ 
houses have discarded the journal and 
pass all entries through the blotter, with 
the exception of private ledger entries 


been superseded and 


which are not open to general inspection 
and are, therefore, passed 
private journal. 


through a 


Mr. Clayton refers to a broker’s con- 
trolling account carried on the 


general ledger to provide for the record- 


being 


ing of the balance arising from open 
trades with brokers. While the theory 
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expressed is correct, it is general practice 
to subdivide these accounts as follows: 

Items fiiled to receive 

Items failed to deliver 

Sto ks borrowed 

Stocks loaned 
These accounts are carried as separate 
classifications on the general ledger, con- 
trolling subsidiary records detailing the 
transactions. 


Loan Ledger: 


The writer does not agree with Mr. 
Clayton’s conception of a loan ledger. 
Mr. Clayton states that: 


\ separate account may be kept with each 
lender or for each loan. The former is more 
practicable, as the broker ordinarily has a gen- 
eral balance with the lender instead of one or 
more specific loans. This general balance is 
expanded or contracted according to his needs, 
and this process is accompanied by the pledging 
of additional collateral or the redemption of 
collateral previously pledged, as the case may be. 
Chis method of dealing, therefore, tends to merge 
all loans into a general balance, instead of keep 
ing intact the identity of each specific loan. 

The average brokerage house in New 
York frequently has several loans with 
the same bank. Some of these loans are 
time loans and some are call loans. 

It presents a clearer record to enter 
each loan and collateral 
separate loan sheet or card. 


therefor on a 
When a 
loan is paid off, the sheet or card may be 
stamped ‘‘paid’”’ and removed from the 
book or card box, as the case may be. 
If the loans were consolidated into one 
amount on the records and the collateral 
“lumped,” it would be but a short time, 
due to payments and renewals of loans 
and the numerous substitutions of colla- 
teral, the consolidated 
would become so cumbersome and _ in- 


before record 
volved with entries of cancellations and 
payments as to require considerable time 
to decipher it. 
Position Book: 

Mr. Clayton, in illustrating a ‘‘Position 
Book,” is generally correct as to theory, 
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but he appears to have stressed the 
“long” position in the book and to have 
disregarded the ‘‘short”’ He also 
fails to state that most “‘Street’’ trades 
are made in the ‘“‘regular way” for deliv- 
ery by 2:15 P. M. upon the next full 
business day following the date of con- 
tract. 


side. 


There are, of course, some special 
contracts, which require consummation 
on the date of trade, but these instances 
are rare and a departure from the regular 
practice. 

For the purpose of illustrating the 
writer's present conception of a position 
book, we first quote from Mr. Clayton’s 
article as follows: 

On January 1, 1922, the house inaugurated 
a new accounting system and installed among 
other records a Position Book. The inventory 
of securities and analysis of customers’ accounts 


disclosed that 100 shares of Anaconda Copper 
were on hand, distributed as follows: 


\. Andrews—Long—25 shares 
B. Biddle Long—50 shares 
House Long—25 shares 


On January 2, the following transactions 
occurred: 

Sold: 

For account of Andrews, 25 shares to 
Jones & Company, Brokers. 

For account of Biddle, 25 shares to 
Smith Bros., Brokers. 

For account of Carson (short), 25 shares 
to Jones & Co., Brokers. 

Bought: 

For account of Dudley, 50 shares from 
Smith Bros., Brokers. 
For account of Elwell, 100 shares from 
A. Adams, Brokers. 
On January 3, the following: 

The house borrowed from Williams & 
Company the 25 shares that Carson was 
short and delivered them to Jones & 
Company. 

The house also delivered to brokers the 
stock sold by their other customers and 
received from brokers the stock pur- 
chased, the latter being forwarded to the 
\naconda Copper Company for transfer. 

On January 4: 

The house received the new certificates 
from the Company and delivered 100 
shares to Elwell, who paid the house. 


As the writer understands the func- 
tions of a position book, the entries 
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therein, based on the above transactions, 
would have been as follows: 
Position Book, Long Side 
\naconda Copper 


January, 1922 


l 2 3 4 
\ndrews. . Zo. 25 
Biddle. . 50 50 25 25 
Firm. . d 25 25 25 25 
Elwell... : 100 
Dudley.... 50 §=650 
100 100 200 100 
Position Book, Short Side 
Anaconda Copper 
January, 1922 
1 2 3 4 
Box.... mek 100 100 25 75 
Carson 3 
yo 150 


100 100 200 100 


The foregoing position is based on the 
assumption that when the house took in- 
ventory on January 1, 1922, a holiday, 
the 100 shares of stock carried 
lodged in the safe deposit box of the firm. 

The trades of January 2d are all as- 
sumed to be ‘‘regular trades” 


Was 


which, in 
practice, would pass through the firm’s 
books as of January 3d. The position 
book, therefore, on January 2d would 
still agree with the original inventory 
position. On January 3d, it will be noted, 
Andrews’ position is eliminated by virtue 
of sale, Biddle’s is reduced 25 shares for 
the same reason, the firm position re- 
mains the same, and Elwell and Dudley 
are shown long 100 and 50 shares, re- 
spectively, due to purchases. On the 
short side Carson’s short sale is recorded, 


the box is reduced from 100 shares to 25 
shares to cover the delivery of the 75 


shares sold for account of Andrews, Bid- 
dle and Carson, and 150 
shown as being in transfer. 
It will be noted that there 
necessity for borrowing 25 shares to 
make delivery of Carson’s short trade, as 


shares are 


was no 
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the firm had sufficient security in the 
box to handle the transaction without 
borrowing. 

On January 4th the only change on 
the long side was the clearing of the 100 
shares delivered to Elwell and paid for 
by him. On the short side 150 shares in 
transfer were received, canceling that 
item, and of these shares 100 were de- 
livered to Elwell and 50 were deposited 
in the box, thus increasing that position. 

The foregoing illustration records both 
long and short positions and the record 
is in balance each day. 

Transactions covering stocks borrowed 
and loaned, failed to receive and deliver, 
hypothecated as collateral for loans, etc., 
would, of course, be recorded daily, and 
the aggregate of short sides 
would always be in balance if the entries 
were properly made. 


long and 


The suggestions offered in this article 
are made on the assumption that the 
house doing a brokerage business is gov- 
erned by the rules of the New York Stock 
Exchange. 


How Tax Laws Are Made 


Continued from page 4 
The editorial then goes on: 


Yet we find that every time the revenue 
measure is amended by Congress efforts are 
made to increase vastly its complexity by adding 
new deductions or exemptions and requiring 
still further details from the taxpayer, even to 
the extent of demanding that he rebate the 
amount of his contributions to political parties. 
It may appeal to eur sympathies to allow extra 
exemptions for doctors’ bills, fees and 
remote circles of doddering relations, but the 
Bureau of Internal Revenue is quite sufficiently 


nurses’ 


burdened without being obliged to investigate 
the personal affairs of ten million families. 

Perhaps the solution is to be found in 
Colonel Montgomery’s suggestion that 
Congress declare a tax holiday for ten 
years—and make no further changes in 
the law until the expiration of that 
period. 
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The Revenue Act of 1924 


By E. 


KE. WAKEFIELD 


Boston Ofhice 


The 


ing in Congress. 


Act of 
What it 


it finally emerges only 


Revenue 1924 is pend- 
will be when 
a rash prophet 
would attempt to say. It seems quite 
probable that it will not be the ‘“‘ Mellon 
Bill” House Ways 


and Means Committee, now many weeks 


presented i the 


ago, as the Treasury plan for revision of 
the law. There are many things in the 
draft of the bill the 


changes so far proposed by Republicans 


original and in 
and Democrats which are of interest as 
the but 
which are still much in the class of things 


possible modifications of law, 


“important, if true.” Among the pro- 
posed changes, a few that would, if en- 
acted, have most effect on taxpayers in 
general, are the following: 


Rates—I ndividuals 


The Mellon bill proposes normal in- 
come tax rates of 3 per cent on the first 
$4,000 above exemptions and credits, and 
6 per cent on the excess over $4,000. It 
proposes rates beginning with 
1 per cent on income from $10,000 to 
$12,000 and rising to a maximum of 25 
per cent. The importance of the 25 per 
cent surtax rate, according to the advo- 


surtax 


cates of the Mellon plan, is the possibility 
of drawing more capital into industry 
and production and away from non- 
taxable municipal investments by mak- 
ing the maximum rate low enough to 
leave an attractive net return after taxes. 
According to supporters of this plan, it 
is idle to reduce the rate to any maximum 
materially above 25 per cent, because it 
will still be more profitable for large in- 
vestors to keep their holdings in non- 
taxable municipals and the number of 
incomes paying a high surtax rate is too 
small to give any large return from a 


higher rate. 
recently by the Senate, proposes a maxi- 
mum surtax 40°,, on income of 
$500,000. or The normal 
adopted under this planare 2° on income 
over exemptions) up to $4,000, 4°7 on the 
next $4,000 of 
$3,000. 


The Simmons plan, adopted 


rate of 


more. rates 


income and 6%; above 


The normal rates included in the Long- 
worth or House bill are 27, on incomes 
over exemption) up to $4,000, 5% on 
the next $4,000 of income, and 6%, above 
$8,000. The maximum surtax rate un- 
der the Longworth bill is 371%, on in- 
comes of $200,000 or more. 

Normal and surtax rates are subject to 
so many variations in the course of the 
bill in Congress that it seems safe to say 
only that they are likely to be lower than 
the present rates. 


Basis for Gain or Loss and Depreciation 

Section 204 of the new bill, as reported 
to the Senate, would upset present pro- 
cedure with reference to determination 
of gains or losses on sale of assets owned 
at March 1, 1913, as it provides for use 
of cost or fair market value as of March 
1, 1913, whichever is greater. If this lan- 
guage is permitted to remain in the bill 
as finally passed, the result will be, as 
compared with the 1921 act, to reduce 
taxable gains when selling price is higher 
than March 1, 1913 value and this is 
higher than cost, but to increase losses 
over the amount under the present rule 
by permitting deduction for the whole 
loss represented by the decline from the 
March 1, 


1913 value to selling price, 


even though cost is less than March 1, 
1913 value. 


The same section attempts to har- 








. 
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monize determination of depreciation 
and depletion and determination of gains 
or losses on sales by providing in general 
that the basis for depreciation, obso- 
lescence and depletion shall be the same 
as for the determination of gain or loss 
on. sales. 


Vet Losses 


Section 206 modifies somewhat the ex- 
isting rule for determination of net 
Such losses under this provision 
of the bill may now be applied against 
capital net gains only after the exhaus- 
tion of other income. 


| 
losses. 


Capital Net Losses (Section 208) 

An important feature of the Mellon 
bill and of the bill as passed by the 
House is the provision for limiting the 
benefit from capital net losses to 121% per 
cent of the loss. Under the present law 
capital net gains are segregated and, 1: 
the taxpayer so elects, are taxable at 
only 121% per cent. Capital losses, in 
excess of capital gains, are deductible 
from other income, thus reducing income 
otherwise subject to normal and surtax 
rates. If there are no capital gains in 
the year, the capital losses may be de 
ducted in full from other income. 

Che new provision would require sepa 


rate determination of the tax without 
deduction for capital net losses—i. e., 
losses on property held for more than 


two years; then the tax so determined 
would be reduced by 121. per cent ol the 
capital net The 
Committee, however, reported the bill 
Another 
change proposed by the House, but not 


loss. Senate Finance 


without this new provision. 
approved by the Senate Finance Com- 
mittee, is the from capital 


gains of gain or loss from the sale of stock 


exclusion 


received as a stock dividend, even though 
such stock has been held for more than 
two years. 


POU RN AL 9 


Earned Income 

A proposal in the new law, Section 
209, is of great interest to small tax- 
Under this change all income up 
to $5,000 would, in any event, be con- 


payers. 


sala 
ries, professional fees and other compen- 


sidered earned income, and wages, 


sation for personal services up to a total 
of $20,000 (modified to $10,000 in the 
Senate) may 
come. 


earned in- 
The taxpayer would be given a 
credit against his tax computed in the 


be considered 


ordinary way, for 25 per cent of such part 
of the tax as his earned income is of his 
total income. That is, 
$10,000, earned 
considered at 


if total income 
income would be 
$5,000 and there 
would be a credit for 25 per cent of one- 
half of the tax, giving a deduction of 
1214 per cent of the tax. 


Was 


least 


Limitation of Interest Paid and Losses 

An indirect effort to reduce the effect 
on revenue of the tax- 
exempt securities is found in Section 214 


existence of 


c) of the bill as passed by the House. 
This provides that deductions for interest 
paid (except in the course of business) 
and losses on investments shall be lim- 
ited to the excess of such interest paid 
and losses sustained over the interest re 
securities. Thus 


if the taxpayer paid $5,000 interest on 


ceived on non-taxable 


personal loans and sutfered a loss of 
$1,000 on making a 
total of $6,000, and received $5,000 from 


sale of securities, 


non-taxable bonds, he would have a de 
duction only 
$1,000. The Senate Finance Committee 
eliminated this provision and the Senate 


from other income. of 


concurred in the elimination. There may 
be a question about the constitutionality 
of such a provision of the law on the 
ground that it is an indirect effort to tax 
so-called this 
provision would not be different in prin- 


non-taxable interest, but 


ciple from the previous limitations of in- 
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terest deductible, since in effect it would 
permit deduction of only a part of inter- 
est paid and it is not necessarily impor- 
tant how such limitation upon interest 
paid is fixed. 


Revocable and Other Trusts 

In the case of revocable trusts, revi- 
sion of Section 219 of the law would re- 
quire taxation of income of such trusts 
to the creator of the trust. At present 
such income is taxable to the beneficiary 
of the trust, who may or may not be 
the creator of the trust. The section 
would also require taxation to bene 
ficiaries of income actually paid to bene- 
ficiaries under discretionary trusts. The 
latter provision seems a reasonable modi- 
fication of the present law in accordance 
with the actual fact as to beneficial in- 
terest in the income. 
Evasion of Surtax 

Section 220 is made more effective, if 
the Department should attempt to en- 
force it, as it has not done so far, by 
providing that income subject to special 
tax of 25 per cent (to be increased to 50 
per cent) shall include dividends. Under 
the present law, holding companies, in 
which earnings can be piled up from the 
business of active companies, cannot be 
effectively subjected to any penalty for 
failure to distribute surplus, because in 
so far as their income is derived from 
dividends, it is clear of the tax by the 
provisions of Section 234 (a) (6) allowing 
deduction from income for dividends 
received from domestic corporations. 


Income on Annual Basis 

Section 226 of the new law requires 
that income shall be placed on an annual 
basis only when there is a change of 
taxable period, and not whenever a re- 
turn is made for less than a full year. 
Thus a return of a decedent from the 
beginning of the taxable year to the 


date of his death would not have to be 
put on an annual basis. The credit for 
personal exemption would, however, be 
reduced to the same fraction of the full 
exemption that the taxable period is of 
twelve months. 


Gift Tax 

An entirely new attempt to reduce 
evasion of tax on income is introduced 
in the House bill in Sections 319 and 
following, under which gifts made on or 
after January 1, 1924, would be sub- 
jected to tax in accordance with the 
estate tax rates. No gifts of $500 or 
less to any one person would be taxable, 
but larger gifts made during the year 
would be subject to tax upon the excess 
over $50,000 (with some other exemp- 
tions). The Senate Finance Committee 
struck out this provision from the bill it 
reported to the Senate, but it was re 
stored in modified form by the Senate. 


Board of Tax .A ppeals 

Section 900 of the bill provides for a 
Board of Tax Appeals of seven members, 
but temporarily a larger number not 
exceeding twenty-eight members, to be 
appointed by the President, by and with 
the advice and consent of the Senate, at 
a salary of $7,500 (as amended in the 
Senate) per annum. The Board has 
jurisdiction for determination of ques- 
tions on appeals from proposed addi- 
tional assessments. Unfortunately it is 
given no jurisdiction in case of appeals 
from refusal of the Commissioner to 
allow abatements,* credits and refunds. 
It is to be hoped that this deficiency 
will be modified, because there are 
always bound to be very important 
questions of overassessment requiring 

* Under Section 279 of the proposed 1924 
Act ‘‘no claim in abatement shall be filed ir 
respect to any assessment made after the en 


actment of this Act in respect of any income, 
War protits of excess pronts tax, 
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refunds, as long as the method of deter- 
mining the tax to be assessed in the 
Income Tax Unit remains subject to the 
present uncertainties and to the practice 
by internal revenue agents of giving the 
benefit of the doubt to the government 
and not to the taxpayer. 


Publicity of Tax Returns 

The Senate voted for complete pub- 
licity of tax returns, ignoring a carefully 
drawn provision in the revenue bill allow- 
ing for access to tax details only by 
authorized Congressional Committees. 
The Senate also adopted an amendment 
to give the public access to all claims for 
abatements or refunds of income tax pay- 
ments and the subsequent decisions on 
such pleas. 


Protest 


A provision of Section 1014 of the bill 
is very welcome in that it would remove 
the question as to necessity for protest 
on payments of taxes in order to make 
suit possible. The language of the act 
is “. . . but such suit or proceeding 
may be maintained whether or not such 
tax, penalty, or sum has been paid under 
protest or duress.’ There is a possible 
question whether this provision, if en- 
acted, would give the right to suit on 
payments made without protest before 
passage of the act, but it would seem to 
eliminate the question of need of pro- 
test under the new law, so that after the 
passage of the act it would not be neces- 
sary to assert payment under protest in 
any suit. 


Corporation Income Taxes 

The Senate has voted in favor of the 
Jones Amendment, under which there 
would be both a normal tax and a sur- 
tax, on corporations. The normal tax 
would be 9% on the entire taxable net 
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income. The surtax isa flat rate imposed 
on all “‘surtax net income” 
income” 


““surtax net 
is the ordinary net income 

no credits—plus dividends received and 
deducted from income) to the 
extent that the ‘‘surtax net income” 
becomes ‘‘undistributed net income.” 
The latter is the amount by which the 
‘““surtax net exceeds the sum 
of (1) the the normal tax 
for the taxable year, plus (2) the amount 
of cash dividends, including dividends 
paid in interest-bearing scrip if subject 
to tax in the hands of the distributees to 
the same extent as a dividend paid in 


gross 


income” 
amount of 


cash, paid during the twelve months pre- 
ceding the fifteenth day of the third 
month following the close of the taxable 
year, plus (3) amounts retained to re- 
place capital losses sustained after the 
enactment of this Act, plus (4) amounts 
retained in compliance with law and the 
distribution of which is prohibited by 
law, plus (5) $10,000. 

The rate is dependent on the per- 
centage which the amount of 
tributed net income”’ 
‘surtax net 


*undis- 
is of the amount of 
income,’ and the appro- 
priate tax rate applies to the entire “un- 
distributed net income.” [If such per- 
centage is 10°; or less no surtax is im- 
posed. The rates range from 14 of 1% 
up to 40°. 


Reduction of Tax on 1923 Income 


There seems to be no doubt about the 
desire of all patties in Congress to get 
the political benefit of reduction of 25%, 
on taxes upon income received in 1923. 
The actual process of bringing this about 
is so tied up with party politics and the 
strategy of procedure in this presidential 
year that it will not be wise for any of us 
to spend at present the one-quarter of 
the 1923 tax which may possibly be 
saved before the end of 1924. 

Continued on page 24) 
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A Tax Number 

In view of the present prominence o 
the income tax question in the Washing- 
ton despatches, and minds of the public 
in general and of accountants and tax 
specialists in particular, we deem it an- 
propriate that this devoted 
largely to articles touching on phases of 
this pertinent subject. 

Mr. Robert Buchanan, in charge of 
the tax departments of the Pacific coast 


issue be 
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offices, has made the especially generous 
contribution of two articles. How Tan 
Laws Are Made relates some incidents 
which have occurred in the course of tax 
engagements, refers to some conclusions 
formed in the course of study of tax laws, 
and gives a glimpse of the important and 
interesting facts about the interpretation 
of tax laws to be discovered by investi 
gating the circumstances attendant on 
their making. 

Community Property in California 
deals with a tangled situation in Calli- 
fornia law, which has an important bear- 
ing on Federal income taxes. This sub- 
ject is of interest to 
in the 
states.” 


great taxpayers 
Western ‘‘community property 

As mentioned in the San Fran- 
office notes in Mr. 
the substance of this 
article in an address to the San Francisco 


Cisco this issue, 


Buchanan used 
Chapter of the National Association olf 
Cost April 25th. The 
article appeared in the San Francisco 
Chronicle of Sunday, May 4th, and is to 
be published in forthcoming numbers of 
the Coast Banker, San Francisco Credit 
Men's Monthly and in Business, a publi- 
cation of the San Francisco Chamber of 


Accountants on 


Commerce. 

Mr. Waketield of the 
essayed a difficult task in discussing the 
pending Revenue Act of 1924, in that 
the proposed * Mellon Bill’’ and its pro 
posed substitutes and 


Boston office has 


amendments are 
being changed daily. It should be borne 
clearly in mind by readers of this article 
that the status of the proposed act may 
be entirely different, when this number 
of the JouRNAL emerges from the hands 
of the printers, from its status at the time 
the discussion was written. It 
well to that 


is also 


remember no attempt at 


prophecy is made in this article, since no 
one realizes better than does Mr. Wake 

field the utter futility of any attempt to 
predict what the composite mind of Con- 
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gress will bring forth. The article merely 
aims to state those matters in the field 
of Federal income taxation which are re 
ceiving considerable attention at the 
present time. 


Constructive Criticism 
The article Stock Brokers’ Accounts, 
which appeared in our March, 1924, 
number as a reprint from the February, 
1924, Pace Student, has occasioned much 
comment among the brokerage men of 
the New York staff. This comment has 
been embodied in Mr. Lester E. Norris’s 
article in the current issue, written for 
the purpose of correcting and clarifying 
a few of the points, with which Mr. 
Clayton dealt in only a general way, to 
accord with New York practice. 

* * 

To Mr. Yardley of the Philadelphia 
office must be awarded the palm for be 
ing the only one, so far as we have heard, 
to find a discrepancy which appears in 
Mr. Spandau’s article on Typical A ppli- 
cations of Mathematics to Accounting in 


the February number « 


f the JoURNAL. 
Whether this means that no one else has 
read the article, or that no one else has 
been sufficiently well versed in mathe 

matical 
crepancy, is a matter of doubtful conjec 

ture tous. We prefer to hold the latter 
supposition, which is 


intricacies to detect the dis- 


more complimen 
tary to Mr. Yardley, to Mr. Spandau, 
and to us—editorially speaking. 

The part of the article to which excep 
tion is taken begins on the second column 
of page 15, whereon a problem is stated 
and its supposed solution set down. Mr. 
Yardley has noted that the solution does 
not fit the problem, and has sent the 
correct solution of the problem as stated. 
Mr. Spandau agrees with the correctness 
of Mr. Yardley’s objection. 
states that the error was not due to a 
misconception of the distinction between 


| I< wwever, he 
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an ordinary and a deferred annuity, but 
to an inadvertent misstatement of the 
problem in the process of trimming the 
article for publication. 

\ typographical error occurs on the 
same page, the amount of the down pay 
ment being mentioned as $250,000. in 
stead of $100,000. 


A Letter of Appreciation 


In addition to many letters from indi- 
vidual partners of the firm of Haskins & 
Sells, following the publication of the 
editorial concerning Mr. Sells in the 
April JoURNAL, a letter of appreciation, 
which is reproduced below, was rec cived 
from that firm: 


The members of our firm to whom you sent 


copies of your April JoUuRNAL containing a 
tribute to our late Mr. Sells, and letters of 
ympathy, wish you to know how much they 


appreciate your reference to Mr. Sells and your 
thought of them. Your action makes us realize 
the more Mr. Sells’ influence in developing in 


the profession a bond of fellowship conceived 


of things finer than the mere conventions of 
business contact. We thank you for your 
} of sympathy and reciprocate to the 
llest extent your feeling of cordiality. 
Sincerely, 
HASKINS & SELLS. 
The Secret of His Success 
He does what he thinks he ought to 
do. . . . Here is the finest instance in 
history of the success of moral power. 
This is certain, that the eager- 
ness of men to believe that pure, moral 
power carries empire with it is the rea- 
son why men study with personal in- 
terest the life and character of Wash- 
ington. His success seems to give a 
warrant for the triumph of humanity. 
In his success men believe that they 
will not for any long time be given over 
to the sway of men who are merely in- 
tellectual tricksters or giants of physical 
force. Men agree to honor Washington, 
because in his life they think they have 
1 demonstration that right is might. 
Edward Everett Hale, 
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Office 
CINCINNATI 

The Cincinnati Office was favored on 
April 14th and 15th by a visit from Mr. 
Lybrand from New York and Mr. Hen- 
derson from Chicago. Fortunately, the 
weather man was fairly kind to us and 
we were in position on this account to 
show them around industrial Cincinnati 
and give them a good idea of our physical 
conditions, the magnitude of our indus- 
tries, and the commercial importance of 
our location. 

On Monday, April 14th, about twenty 
of the representative citizens of our city 
met at an informal luncheon given at 
the Business Men’s Club, at which lunch- 
eon both Mr. Lybrand and Mr. Hender 
son were enabled to meet these citizens 
on a social rather than a business basis. 
Our only hope is that both Messrs. 
Lybrand and Henderson were as much 
impressed with our citizens as our citi- 
zens were with them. 

On Tuesday evening, April 15th, our 
party, consisting of Messrs. Lybrand, 
Henderson, Guy and Peebles, were in- 
vited to attend the quarterly meeting of 
the Cincinnati Bar Association, given at 
the Gibson Hotel, at which time Mr. 
Lybrand was also invited to address the 
meeting. On account of the length of 
the program he was limited as to time 
for his remarks, but our local representa- 
tives were very much pleased with the 
manner in which he impressed upon the 
attorneys the importance of accountants 
and the legal profession working hand-in- 
hand, and the efforts being put forth in 
various localities, especially New York, 
to raise the standard of the accounting 
profession by passing legislation which 
would eventually result in weeding out 


all those who are not properly qualified 
and who are, by their lack of knowledge 
or by the conduct of their accounting 


Notes 


work, lowering the standard rather than 
assisting in placing it on the plane where 
it properly belongs. 

On account of prior engagements it 
was necessary for Mr. Lybrand to leave 
the Bar Association meeting before its 
close, and he was thus able to meet per- 
sonally only a few of our representative 
attorneys. This we regret, and trust that 
in the very near future he will be able 
to return to Cincinnati to begin his opera- 
tions where he left off on this trip. We 
are unable to state how the other offices 
are affected by such visits, but in so far 
as we are concerned we feel that the 
visit of Messrs. Lybrand and Henderson, 
while a great pleasure to us personally, 
was also of inestimable value to the firm, 
and it is our hope that in the future such 
visits can be arranged more frequently. 
Such visits give our local business men 
to understand that the head offices of our 
firm appreciate the importance of Cin- 
cinnati as an industrial center and that 
they are giving the local activities per- 
sonal attention. It is very natural that 
the Midwest towns appreciate their in- 
dustrial importance and want this fact 
recognized by the outside world. 


DETROIT 

\s soon as New York notified us that 
the notes for the May issue, “on sale at 
all news-stands” on June Ist, were due 
in New York on May 5th, we immeci- 
ately called into consultation our old 
friend Herlock Combs, the great detec- 
tive, and instructed him to delve into 
the private lives of the members of the 
staff and to report upon any items which 
would be of outstanding importance to 
the other offices. Imagine our surprise 
when his first report stated that five 
members of the staff, Messrs. O. I. Koke, 
R. I. Rose, L. L. Rose, W. G. Draewell 
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and O. T. Draewell, are sons of ministers. 
No wonder the Detroit office is so good! 
Owing to lack of time, however, he was 
unable to ascertain if they are like the 
proverbial ministers’ sons. Our own ob- 
servations would lead us to conclude they 
ire not. 


*x * * 

The vacation season has now arrived, 
the first one to be bitten by the ‘“bug’”’ 
being ** Jac k’? Onslow, who left for his 
paternal home in South Carolina on 
\pril 25th. We thought that it would 
be a good idea to have a quartet bid him 
good-bye at the train, rendering with 
“Carolina in the Morn- 
ing,’ but, since the best singer in the 
office had sprained his big toe, the plans 
were abandoned. Before ‘‘Jack”’ left, 
he told us confidentially that bis mother 
had 32 spring chickens all fattened up, 


proper feeling, 


awaiting the arrival of the prodigal son. 
Words fail us! 
* * 

Although we realize that one office 
should not knock another, we feel con- 
strained to ask you, Mr. Editor, to delete 
from the notes received from Los Angeles 
and San Francisco any reference to their 
‘‘wonderful”’ climate. If there 
truth in the statement that a man’s 
outlook in life is influenced by the 
weather, the climate out there must be 
like their conversation concerning it 
monotonous. 

We also would like to comment on the 
Los Angeles statement in the March 
issue concerning the waving palms they 
have in their alleys. Suffice it 
that Detroit has “waving palms”’ also. 


is any 


to say 


* * * 

Genial H. J. Aughe has threatened ye 
editor with dire punishment if his name 
is mentioned in these notes. We feel, 
though, that we should broadcast to the 
other offices, who no doubt are on the 
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qui vive to learn what Dynamic Detroit 
is doing, the fact that Harry is now a 
radio bug. Every morning for about 
fifteen minutes he and Mr. Hyer get 
together and disturb the other members 
of the staff, who are trying to sleep, by 
talking about 


hook-ups, etc. Now, 


Harry, do your worst! 
& & & 


During the short visit which Mr. Ly- 
brand accorded us last month we had an 
opportunity to see him in action. The 
address which he gave before the Detroit 
Chapter of the National Association of 
Cost Accountants on April 17 savored so 
much of an talk that it 
Reminiscences of his 
experiences in the accounting 
as well as the few pointed 


informal was 
very interesting. 
early 
profession 
remarks on the organization and purpose 
of the association merited and received 
the whole-hearted attention of everyone. 

A visit such as this is very profitable 
to all members of the staff. 

Mr. Editor! what would you tell the 
enterprising young junior who, at the 
Mr. Lybrand’s talk, asked 
whether he should compliment Mr. Ly- 
brand that he was proud of 
having such a man in our organization? 


close of 


and say 


*x kK * 


The following episode is vouched for 
by one member of the staff whose name 
we believe should not be mentioned: 

Because the typewriter at the informa- 
tion desk was in poor condition, a repair 
man was summoned. When he arrived 
the office boy excitedly rushed into the 
typing department and said: ‘Say, if 
you ‘cute’ fellow 
should see the man out here repairing 
the typewriter.”’ At once, as if by com- 
mand, four compacts were opened, four 
hands patted stray hairs into place, and 
four girls rushed out to see the “cute” 


want to see a you 
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fellow who proved to be—colored. Cur- 
tain. 

rhe girls in the typing department are 
complaining that they have been ignored 
in the office notes. We hope that the 
above episode will calm them; but be 
cause we know feminine nature we have 
our doubts. 

* * * 

Miss FE. M. Buker is a new addition to 
our staff, acting at the present time as 
understudy to Miss Perkins, cashier. 
We hope that it will not be necessary to 
rebuker. (Cries of ‘Stop him!” 

NEW YORK 

The month of flowers finds members 
of the New 
distant 


York staff scattering into 
farthest 
Colquhoun, 


places. Iwo of the 
flung of our 
better 


coterie are 
known as “Cal,” who is on an 


engagement in Texas, and Tom Inch, 
who, because of his excellent command 
of Spanish and his experience in account- 
ing in Latin-American 


been assigned to a Cuban engagement. 


countries, has 


Not to be outdone by staff members, 
two of our New York partners are taking 
extended trins. Mr. Lybrand is away 
for the month to visit the Pacific coast 
offices—Los Angeles, San Francisco and 
Seattle. sailed 
for Europe on the Majestic on April 26tb. 


Colonel Montgomery 
He will return after a six weeks absence 
in quest of rest in Paris and southern 
France. 


The silver tongued orator of the Cost 
Department, Mr. Archie F. Stock, ad- 
dressed the Worcester Chapter of the 
National Association of Cost Account- 
ants on the subject ‘‘Choosing the 
Proper Type of Cost System” on April 
10th. Since Mr. Stock refuses to fur- 
nish further details, we are forced to 
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turn to the announcement of the meeting 
as follows: 


Mr. Stock will need no introduction to those 
who have attended the National or Regional 
Meetings, as he has been very prominent at each 

Mr. Stock is manager of the Cost Accounting 
Department of Lybrand, Ross Bros. & Mont- 
gomery, and has installed cost and production 
systems in some of the largest concerns in the 
country. In addition to the knowledge which 
Mr. Stock has, he is an exceptionally fine 
speaker, and we are very fortunate in securing 
him for the meeting 

Mr. Stock is also scheduled to speak 
to the Worcester Chamber of Commerce 
on May 27th on ‘The Balance Sheet, Its 
Preparation and What the Banker Ex- 
pects.’ He is also to summarize a series 
of talks on ‘‘ Cost Finding,’ ‘‘ Stock Keep- 
ing,’ “Inventory” and 
counting,” 


‘General Ac 
which comprise a course that 
has been given recently for the manufac 
turing and 


Worcester. 


mercantile executives of 


Mr. Myron B. Gordon, until recently 
a member of the Cost Accounting De 
partment, has resigned to become Con- 
roller of the Seth Thomas Clock Co. 
“Mike” takes with him the good wishes 
4 his many friends in this office. 


The erstwhile Miss Kissinger and Mr. 
Bush, both of whom were rather heavily 
featured in this section of the April num- 
ber, have returned from their respective 
honeymoons, having survived the early 
trials of married life and the relentless 
publicity accorded them by the JouRNAL. 
Mr. Bush reports a loud cry of protest 
from his bride, to whom he was incau 
tious enough to show the s hedule where 
in she was classified as a liability. 


Considerable curiosity has been 


aroused in this office lately as to the 
nature of the work of the Chicago office. 
Close on the heels of a request from Mr. 


























Henderson for information on the general 
economic possibilities of zinc, comes an 
inquiry from our JOURNAL correspondent 
about the accounts of cemeteries oper- 
ated for profit. Such requests clearly 
indicate the diversity of the Chicago 


office’s engagements. Incidentally, they 


also foster versatility in our unas- 
signed men. 
The editorial assistants in the New 


York office have long ‘‘ turned the other 
cheek”? to the persistent slaps of our 
Detroit the chronic 


lateness of publication of the JOURNAL. 


corresp yndent on 


Even now we offer no alibi for past de- 
linquencies, but would merely call atten- 
tion to the fact that we are gradually 
catching up , if very slowly. We 
far predict that the May 
number, our printers permitting, will 
reach Detroit and other outlying dis- 
tricts in the month of May. In truth, we 
really appreciate the sarcastic comments 
of our Detroit correspondent because 
they are always accompanied by contri- 
butions. We have a number of critics 
who offer nothing but adverse criticism! 


surely 


gO so as to 


es 
“Jist Roughly” 

One of the members of our staff, a 
Scotch-Canadian by birth, was recently 
seized with a worthy ambition to become 
an American Because his 
innate modesty, it is entirely possible 
that the subject of this sketch would be 
loath to have his name appear in print. 


citizen. of 


In deference to this unexpressed wish, 
we omit specific mention of his name and 
for the purposes of this article designate 
him simply as ‘* Mac.” 

While engaged, along with a lot of 
other Armenians, Portu- 
Russians, etc., in filling 

inquisition blank, 
one, apparently 


miscellaneous 
gsuese, Greeks, 
out the usual 
noticed 


he 
an 


English- 
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speaking chap, who wore an extremely 


worried look. Finally the puzzled one 


Mac’ 


appeal and in rich Cockney accent, said: 


turned to * and with a voice full of 


‘IT sve, owld chappie, ’m a sea-goin’ 
Could 
which I 


man and faarty-five years owld. 
tell the 
baarn?”’ 


you me year in was 


Deeply engrossed in the mysteries of 


the questionnaire, ‘*Mac’’ looked up 
with a blank stare. 

Interpreting from the puzzled expres- 
sion on ‘ Mac’s”’ 
become hopelessly involved in the math- 


ematical the old salt 


face that he too had 
computation, 
sympathetically added: 

** Jist roughly, y’ know! Jist roughly!” 


The JOURNAL is pleased to discover in- 
dications that it is not only received, but 
read by clients and friends as well as by 
The following let- 
ter in regard to the article “Stock Bro- 
kerage Accounts,” which appeared in the 
March issue of the JOURNAL, was re- 
ceived from Mr. Herbert A. Shipman, 
formerly of the staff of the New York 
office, now a partner in the stock ex- 
change firm of John Muir & Company. 
The letter is not only indicative of Mr. 
Shipman’s personal interest in the sub- 
ject matter of the JOURNAL, but also 
furnished the necessary stimulus to our 
brokerage specialists to 
their bit of criticism 
which is reproduced in the accompanying 


members of the staff. 


give expression 


to constructive 


pages. 
Concerning the article in the March 
issue, Mr. Shipman says: 


Mr. Clayton has evidently been misinformed 
on short sales. When a customer sells short he 
does not specify any period of time. If such a 
stipulation were made, what would a customer 
do in case of a “corner?” 

\s you are aware, Sto¢ ks are sold “delayed 
delivery,” but this is usually for a few days, 
and is an actual sale of stock owned by the 
customer but coming from out-of-town, or under 
similar conditions. 
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Incidentally, Mr. Shipman added a 
word of praise for one of the JoOURNAL’s 
most faithful contributors: 

[ hope you will continue sending the JoURNAL, 
for I enjoy reading it every time you are good 


enough to send it to me, particularly Bergman’s 
effusions 


PHILADELPHIA 
In lieu of office notes, Philadelphia 
contributes the following political out 
burst: 
“Your call to Spruce 0640 


been changed to 
moment, please!” 


the number has 


Rittenhouse 0116. One 


Spruce 0640 is now no mo’, 

The A. T. & T. shot it 

So please affix 0116 

lo Rittenhouse, and you've got it. 


Chis de pot great ol vide estate 
Of poles and lines gigantic 

It grows apace and of its grace 
Hands us e’en tho’ we're frantic 


\ number new we can’t eschew 
We've got to use, dog gone it! 

Great Keller bold, thro’ winters cold, 
Who built careers upon it, 


Why can’t he make them leave us be 
\nd not ring in these changes? 
We're derned if we believe that he 
Done all these stunts so dang’rous. 


PITTSBURGH 

The Pittsburgh office has been hon- 
ored by visits from three of the partners 

Mr. T. E. Ross, Mr. Pugh and Mr. 
Gee. Honorable mention is also due the 
following members of the staff of the 
other offices for appearing in the “Smoky 
City’’—Messrs. Frank E. Hare, Fred 
Martin, Herman Oeschger, Leslie Car- 
frey, David Anderson, John Carson, H. 
H. Steinmeyer, all of the Philadelphia 
office, and Messrs. Burleson and Camp- 
bell of the Detroit office. 


ok 


At a recent meeting of the Pittsburgh 
Chapter of the N. A. C. A. Mr. Marsh 
spoke on ‘Inventories as Affected by 
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Over - Absorbed and 
Burden.” 

Rumor has it that Marshall is about 
to join the benedicts. 


Under - Absorbed 


Congratulations! 


SAN FRANCISCO 
Physical Changes in the Office 
Now that the sound of hammering 
and the smell of paint and varnish and 
the distracting sight of furniture out of 
place and the inevitable by-products of 
construction no longer make the day 
hideous and concentration upon work 
impossible, we look with pride upon the 
physical changes that have been made 

recently in the San Francisco office. 

The changes included the construction 
of a Filing and Stationery room in front 
of the old file vaults. This room joins 
the former separate filing rooms known 
respectively as the Audit Files and the 
System Files, and provides the much 
needed additional space for files. It 
also greatly facilitates the handling of 
material in and.out of the files and pro- 
vides better control of both data and 
supplies. 

It also provides a private sanctum for 
Miss Dahllof, with a grilled window and 
counter, through which papers and sup- 
plies are issued. 

Another feature is the sound-proof 
stenographic room, with a comparing 
room, alongside, which centralizes all 
the operations involved 
reports. 


in preparing 


The glassed partitions of the individ- 
ual offices on the entire west side of the 
office were extended to the ceiling, which 
makes for privacy and less noise. 

We hope, in the near future, to submit 
some pictures and a floor plan of the 
San Francisco Office, which will reveal 
what an attractive and efficiently ar- 
ranged workshop it is. 


In the meantime we may mention that 
the physical changes also included much 























Mr. 


Buchanan is now alongside the rest of 


moving on the part of individuals. 


the tax department, instead of on the 
opposite side of the house, and Mrs. 
Farnsworth, our and the 
accounting west 

and have moved across the 
Mr. Kohnke, who 
immediately occupied the location just 
vacated by Mr. Cooper, who had seized 


Secretary, 


records have gone 
south 


office, 


not 
displacing 


the strategic position formerly occupied 
by the accounting office. It was very 
and game of 
checkers played with desks, safes, chairs 
and similar dainty objects. All this is 


exciting resembled a 


altogether fitting and proper, since 
spring is “‘Moving Time.” It saves 
house cleaning, they say. 
Signs of the City’s Growth 
The industrial department of the 
Chamber of Commerce tells us_ that 
1,315 new enterprises have come into 


this city alone during the first three 
months of 1924. A manufacturer and 
exporter of tractors that the 
business for the first quarter exceeds the 


reports 


entire business transacted during 1921, 
with orders forcing production to a stiff 
pace. 

A writer upon irrigation securities tells 
us of the progress of developing the back 
country to keep pace with this rapid 
growth of California’s principal seaport. 


California is strong and its industrial 
advancement will soon astonish the 
remainder of the United States. The 
actual greatness of it has not been 


broadly grasped, although it is attract- 
ing new capital every week. 

Forty thousand more persons filed 
Federal tax returns in San 
Francisco this year than in 1923. This, 
according to John P. McLaughlin, Col- 
lector of Internal Revenue, is an in- 
crease of 20 per cent. over 1923, being 
the largest annual increase since Federal 


income 
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income taxes were levied. McLaugh- 
lin’s district includes the forty-eight 


California north of Kern. 
individual returns in 1923 
121,495, as against 142,033 


counties of 
Taxable 

numbered 
for 1924. 


Altogether 265,000 returns were filed 
this year, part of them being from per- 
sons who were not required to pay a tax. 
This total is divided into the following 


classes: 

Individuals with incomes over $15,000. 7,104 

Individuals with incomes from $5,000 to 
$15,000 62,199 


Individuals with less than $5,000 income 171,895 
Partnerships 11,500 
Corporations 8,952 


Commendations 


We had intended to submit some more 
letters of from clients, 
but since our fellow correspondent from 
Detroit, in the March the 
JouRNAL, called our attention to the 
fact that that would be ‘“‘plagiarising”’ 
and further stated that ‘‘it is well known 
that New York is the only office that 
can do that,” we 


commendation 


issue of 


are debating as to 
whether we shall again risk breaking in 
on New York’s alleged monopoly of 
plagiarism. 





We regret to have to report the 
death of Miss Rena A. McHale of the 
stenographic department, who was ac- 
cidentally killed on April 14th while 
on her when a_ plank 
falling from a building under construc- 
tion struck her upon the head. 

Miss McHale had been with us 
about two months. Her sudden and 
untimely death was a great shock to 
us all and our heartfelt sympathy is 
extended to her family in their bereave- 
ment. 


way to work, 
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We were all pleasantly surprised to 
receive announcements to the effect that 
Mr. August J. Carson, of the System 
staff, was married on April 28th to Miss 
Emma G. Horstmann. 

Mr. and Mrs. Carson intend to make 
their home in Oakland after June Ist, 
so here’s where ‘A. J.” joins the army 
of commuters. 

We wish them every joy and happiness 
of life. 

* * * 
On the Wings of the Wind 

We are interested in the announce 
ment by the Air Mail Division of the 
Post Office Department that, effective 
July 1st, a 32-hour air mail service will 
be established between New York and 
San Francisco. 

[Thirty-two hours from the Statue of 
of Liberty to the Golden Gate! Verily 
the world does move! Only a compara- 
tively few years ago the Pony Express, 
which reduced the time from months to 
weeks, was the marvel of the country. 
Then came the railroads, and mail time 
across the continent could be counted in 
days. Can you realize that mail leaving 
here in the morning will soon be deliv- 
ered in New York the next afternoon! 


Mr. Robert Buchanan of the Tax 
Department gave a very interesting 
explanation of the main points involved 
in the California community property 
ruling as applied to Federal Income 
Taxes at a meeting of the San Francisco 
Chapter of the N. A. C. A., 
evening, April 25th. 


Friday 


While we are not absolutely sure of it 
from practical experience) we gathered 
that, theoretically, a Californian might 
divide his community income with his 
wife on the tax return without admitting 
her to full partnership in the income 
itself. Try to explain that to the wife 


— 
~ 
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some evening when you feel like spend- 
ing a nice quiet evening at home! 


WASHINGTON 
he Washington office has found that 
some complications have resulted from 
the change to daylight saving time in 
We desire to 
state that, so far as this office is con- 


some of the other cities. 


cerned, we are following the custom gen- 
erally prevalent in our own city and are 
working on standard time. It means 
that we work a good deal longer at night 
than some of our offices do—even if they 
can’t catch us quite as early in the 
morning! 

The result at this end is something 
like this: 

Mr. Haynes 
get Howard on the ’phone 

Miss Wap.Lin: “Mr. Howard has gone for the 
day. Will you speak to some one else?”’ 

Mr. Haynes: “I'll talk to Mrs. Vassar”’ 
formerly Miss Kissinger 

Miss WADLIN: ‘‘ Mrs. Vassar hi 
day.”’ 

Mr. Haynes 
office boy.” 


Miss WApDLIN: ‘*Who 


‘Miss Wadlin, see if you can 


is gone for the 
“ll speak to anyone but the 


will talk on Beekman 


8600?) Oh, Mr. Bischoff! Td / to talk to 
Mr. Bischoff.” 

Mr. Biscuorr: ** The feeling is epidemic, Miss 
Wadlin.”’ 


* * * 


The Washington office has almost 
come to feel that it can claim Mr. Ly- 
brand as a resident partner. He and 
Mrs. Lybrand have left for the Pacific 
Coast, on a tour of the offices, and we 
miss his smiling presence at the end of 
each week. 

* * * 

Mr. FitzGerald has recently paid us 
his first visit in more than a year, and 
incidentally paid his maiden visit to the 
Congress of the United States. <A rep- 
resentative from this office strayed into 


the gallery at the House of Representa- 

tives and found him gallantly trying to 

appear interested while a lone Member 
Continued on page 24) 
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Community Property in California 


By RoBERI 


San fy 


In a lengthy opinion, under date of 
March 8, 1924, the Attorney General of 
the United States has held that a wife 

California has a ‘“‘vested interest”’ in 


community property, rather than the 


nterest of a heir.”’ 
that 


Jepartment has 


mere “expectant 


‘ollowing opinion, the Treasury 

Article 31, 
Regulations 62, to include California in 
the list of 


| 
| amended 
tates where community in- 


ome may be reported in separate re 
turns for tax purposes. 
From the standpoint of the accountant 


ind of 
ommunity property in California has 


the business man, the matter of 


o practical aspects: 








1) What is the effect on income taxe: 
2) What is the t the nership and 
ontrol otf propert he income 


[t appears Californian may 


that the 
ly of his wonderful climate, 


ast NOt only 
the surpassing beauty of his scenery, but 
the 


property law. 


also ol wonder of 


J 


community 
Under that law the Treasury in effect 
says he can divide his income with his 
vite and thus considerably reduce the 
yuurden of the surtax. 


] ] 
laW, also, 


Under that it appears that 
the Supreme Court of California has not 
theory 


vith unanimity in its decisions and that, 


ccepted the ‘“‘vested interest 


the question is 


herefore, it may, when 


uarely before it, hold that the wife has 


» vested interest community prop- 


erty. 
Californian 


Thus the 


eat his cake 


may be able to 
Loo. If this 


to pass and the fact is 


and have it, 
mes definitely 
heralded throughout the nation, we may 


a still greater influx o 


expect plutocrats 
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BUCHANAN 
00 


to California, ‘‘where the surtax lurketh 
not.” 

r \ttorney General 
is based on the decision of the Circuit 
Court of Appeals in Blum v. Wardell, 


276 Fed. 226. Suit 


1e Opinion of the 


was brought to 
recover Federal estate taxes paid on the 
wife’s share of the community property 
at the probate of the husband’s estate. 
The Attorney General holds that the 
true rule is that announced in the Blum 
case that ‘the L greater interest 
than the mere possibility of an expectant 
heir. 

The Attorney reviews the 
California laws beginning with the Con- 
stitution adopted in 1849. Speaking of 
the wife’s interest in the community, 


u ife has 


General 


he says: 


One line of Calif 
ner merely as an 


band. But 


ornia decisions has described 
heir expectant” of her hus- 
there is another course of 

which recognizes her 
property interest in community gains. 


These tw 


judicial opinion 


o theories have played back and 
orth across the field of judicial interpretation 
‘alifornia and no real analysis of the question 
mad ignoring the “ of either. 








an be score”’ 


Near the end of his opinion the Attorney 
General, referring to the decision of the 
California Supreme Court in Roberts »v. 
Wehmeyer (218 Pac. 22), which was 
handed Wardell, 
that it ‘‘militantly upholds the 
heirship doctrine’ and ‘repudiates the 

her ‘vested interest’ on which 
the Federal Court’s reasoning was 
Also that: 


Judicial pronouncements, therefore, remain 
in substantially the same divided camps in Cali 
fornia hey were in 1920 when the 
Federal Court decided the Blum case. 


down since Blum 2. 


Says 
doctrine of 


based.”’ 


now as they 


In an address before the Bankers 


Chapter of the San Francisco Associa- 
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tion of Credit Men, on August 23, 1923, 
Alexander D. Keyes, President of the 
Humboldt Savings Bank, speaking of the 
with reference to the 
power of the wife to dispose by will of 
the community property, 


1923 amendment 


one-half of 


stated: 

Of course, if the new law is construed to give 
the wife an estate in the community property, 
then the estate thus conferred upon her will 
naturally be liable for the payment of her debts, 
but if it should be held that the wife has not an 

tate in the community property but only a power 
o dispose of it by will then I shall feel far from 


certain that the so-called wife’s half of the com 
munity property is liable for the debts of the 
wife contracted after marriage. Incidentally, it 
may be proper to say at this point that people 
often speak of the wife’s half of the community 
property. I have used that term myself for 
want of a better term to refer to taat half which 
the law permits her to dispose of by will. But in 
truth the law does not anywhere state that the 
wife owns half of the community property. No 
doubt there are statutes, for instance, section 
1723 of the Civil Procedure, which 
speaks of community property as the community 
property of both spouses, but these statutes, 
which appear to refer to an estate in the com 
munity property belonging to the wife, have 
been in force for a long time, and yet the 
Supreme Court has recently held that as late as 
1917 the wife had no estate or interest in the 
community property 


Code of 


Mr. Keyes, in the same address, gives 
a very clear exposition of the effect of 
the 1923 amendment from a credit 
standpoint and concludes that: 


What is now community property will not be 
subject to the provisions of the new law. In 
course of time husbands will accumulate prop- 
erty acquired after the 16th of August, 1923, 
and that property, if the law is constitutional, 
may be brought under its operation and then 
that husband’s creditors will be affected in two 
Ways: 

First: By the uncertainty and inconvenience 
arising from a part—possibly half—of the assets 
of a living debtor being partly placed under the 
control of an executor and a court where the 
assets that should be used to pay the debts can 
only be reached by the slow and technical pro- 
cedure of the probate law. 


Secondly: By the ultimate withdrawal of a 


part and possibly half of the capital of a living 
debtor which portion of the capital would be 
turned over to someone else. 

Sometimes this withdrawal of capital from an 
active business will seriously cripple the business 


by diminishing the capital of the firm; some 
times the fact that a stranger has succeeded to 
an interest in the business will bring into the 
management of the business an undesirable per 
\t all events this change of the personne! 
of the firm may in some cases cause serious 
injury to the firm and consequently to its 
creditors. 

Heretofore creditors were obliged to consider 
the possibility of the debtor’s death. Hereafter 
they may be called upon to consider the possible 
effect of the death of his wife. Of course, if the 
wife dies without leaving a will, her death will 
have no effect on the position of the creditor, 
but the possibility of her death and the possi 
bility of her making a will disposing of the 
community property may injuriously affect, to 
a limited extent, the creditors of a business. 


son. 


It will thus be seen that, apart from 
Federal income taxes, many of the per- 
plexing problems under the community 
property law will be settled only when we 
have a definite decision by the California 
Supreme Court as to whether or not the 
wife has a ‘‘ vested interest” in one-half 
of the community property. 

Another point on which opinions are 
divided is whether personal property 
acquired by the husband outside Cali- 
fornia community property 
when he moves into this state. For 
example, a man living in Lllinois, say, 
acquires since marriage $100,000 which 
he invests in U. S. Steel stock. If he had 
lived in California property, ac- 
quired with community earnings, would 
be community property. In Illinois it 
is the husband’s property. 
Assume, now he moved to California 
before 1923. Does the $100,000 become 
community property the moment he 
takes up his residence in this state? 
That has been said to be the intent of 
the amendment of 1923. Others hold 
that it applies only after the taking 
effect of the amendment—in other words 
that it has no retroactive effect. 


becomes 


such 


separate 


Thus in any consideration of com- 
munity property we have to bear in 
mind the two aspects mentioned in the 


beginning, viz.: Federal income taxes, 











_- 
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and the view of the State courts with 
reference to control, disposition by will, 
liability to creditors, and other factors. 

While from a pure cost-finding stand- 
point the question of community prop- 
erty does not loom large, I take it that 
cost men are presumed to have a basic 
snowledge of financial and management 
problems. Certainly the peculiar status 
of ownership and management under the 
California community property law is 
hound to affect many businesses, and a 
statement of the problem may help to 
point a way to its solution. 

A summary of what constitutes income 
from community and separate property, 
respectively, and the deductions applica- 
ble thereto follows: 

Community Income 


1. Rents, issues and profits from community 

real estate, regardless of place of domicile: 

a) Where the real estate is situated in 
California. 

b) Where the real estate is situated in a 


community property state other 
than California. These states 
include: Arizona, Idaho, Louisi 
ana, Nevada, New Mexico, Texas 


and Washington. 

2. The earnings of the husband in salary, wages, 
fees, etc., unless divorced. 

3. The earnings of the wife if living with her 
husband, i.e. not separated. 

!. Income from money borrowed by either 
husband or wife on community credit or 
security. 

5. Income from investments purchased with 
money borrowed as in (4) above. 

6. Income, issues and profits from community 
personal property acquired while domiciled 
in California. Includes all personal 
property representing accumulations of 
community income. 

7. Income from personal property acquired 
while domiciled outside of California, 
which property if acquired while domiciled 
in California would have been community 
property, now owned by persons domiciled 
in California. Applies after June 14, 1923. 

8. That portion of profits derived from a 
partnership which can be allocated to 
personal activity, ability and capacity and 


*Rents, issues and profits from real estate 
situated in any other state are separate 
income regardless of where the owner 
lives, 
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not from capital investment of separate 
property. 

Income or profits derived from contracts or 
choses in action which are not separate 
property. 


Separate Income 


Rents, issues and profits from all property 
owned before marriage by either husband 
or wife. 

Rents, issues and profits from all property 
acquired after marriage by gift, bequest, 
devise or descent by either husband or 
vife. 

rhe earnings and accumulations of the wife, 
and her minor children living with her or 
in her custody, while she is living separate 
from her husband. 

Income from real estate acquired after 
marriage by the wife which cannot be 
identified by conclusive evidence as com 
munity property. 

Income from community property which 
has been the subject of gift between 
husband and wife. For example a hus 
band or wife can make a gift to the other 


of his or her half of the community 
property 

Earnings of wife where husband has ex 
pressly agreed that she may accumulate 
them as her separate property. 


Income from property purchased with earn 
ings accumulated as in (6). 

Rents, issues and profits from property pur 
chased by wife with money borrowed on 
her separate credit with husband’s express 


consent. 

Profits from a business carried on by a 
married woman in her own name as a sok 
trader with the permission of her husband. 


Community Deductions 


Taxes on community property. 

Insurance on community business prop 
erty. 

Business expenses incurred in carrying on a 
community business. 

Losses on community property by fire, 
storm, etc. 

Interest paid on money borrowed, unless 


borrowed on separate credit for separate 
use, 

Bad debts owing directly to the community, 

Contributions paid directly from community 
income. 

Losses on sale of community assets. 

Other deductions authorized by law and 
directly related to community property. 


Separate Deductions 


Taxes on separate property. 
Insurance on separate business property. 








3. Business losses incurred in carrying on a 
separate business. 
4. Losses on separate property by fire, storm, 
etc. 
5. Interest paid on money borrowed on separate 
credit for separate use 
6. Bad debts unless they are owing directly to 
the community. 
Contributions unless made from community 
income. 
8. Losses on the sale of separate asset 
9. Other deductions authorized by law 
directly related to separate property 


~I 


ind 


It should be noted in regard to exemptions 


OOO or S2 


500) ma 
either or divided between 


1. Personal exemption ($2 
be taken by 
them. 

2. Exemption for dependents (S400 each 
be taken by one providing the chief sup 
port or may be taken by either if they 
contribute equally to support, but cannot 
be divided. 

3. Each spouse is entitled to the full exemption 
on Liberty Bond interest 

4. Each spouse is entitled to $300 exemption of 


nust 


income from building and loan associa 
tions. 
In conclusion, California ma be 


deemed to offer one more inducement to 
the man of wealth to migrate hither if 
he can divide with his wife for surtax 
purposes and not divide 
control 


for purposes ol 


an Indian gift truly! 
Office Notes 
Continued from page 20 
tried to get up a little opposition to the 
Child Labor amendment. The disorder 
seemed a little worse than usual, and we 
fear his impression was that our stan- 
dards of oratory have fallen to a low ebb. 
‘ * * 

Mr. and Mrs. Haynes have just issued 
invitations to the office staff for a party 
at Columbia Country Club on Thursday 
evening, May 8th. It is confidently ex- 
pected that Mr.and Mrs. Henderson will 
be present, as well as one or two other 
representatives from out of the city. We 
extended a very special invitation to the 
Editor of the JOURNAL, but we think he 
suspected us of wanting some publicity 
we didn’t give to ourselves 
turned us down. 


anyway, he 


RB&M. JOURNAL 


The Revenue Act of 1924 
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Extension of Time for Refunds 


The present session of Congress has 
succeeded already in enacting one piece 
of tax March 13, 
1924, extending the time for claims for 
refund for 1917 1918. If a 1917 
waiver was filed within five years from 
the 1917 
the taxpayer has until April 1, 


legislation, passed 


and 


time the return 


was due, 
1925, for 


until 


filing a claim for refund or two 


years after the tax was paid (whichever 
For 1918, if a 
been filed or is filed on or before June TS; 
1924, there is also an extension to April 1, 


1925, or until two years 


comes later waiver has 


from the time 


} 


hever is later 
1918 taxes. 


the tax was paid (whi for 


m for refund of 
borne in mind that 


[It must be none olf 


the changes described in the foregoing 


paragraphs, except the last, are law, and 
nobody knows which of 


them will be law. 


It does not seem wise to go far in shaping 


the policies of taxpayers in anticipation 


of changes in the law until it is more evi 


dent what such changes will be, but 


when the law is actually amended, it 


will clearly be necessary, particularly 


for individual taxpayers, to restudy the 
whole tax situation to find out what help- 


} 


ful changes in their investments, manner 


of conducting business, ete., can be 


made. It is very evident, particularly 
from the provisions of Sections 202 to 
204 of the new bill, dealing with determi 
nation of gains, that the much desired 
simplification of the law is not the thing 


the 


uppermost in the minds « framers 


of the bill and that many people inside 
Preasury 


will spend weary hours trying to find 


and outside the Department 


out just what certain provisions of any 


new law passed may mean. 

















